Economic 


UK farmers face difficulties 


‘The way ahead for farmers in Britain, certainly in the short term, will be 
difficult’, says ICI in its 12th Recorded Farms Report published in October. 
Its author, Mr Andrew Yates, of ICI’s Farm Advisory Service, believes 

that with little prospect of further commodity price rises and a continuing 
upward trend in the level of fixed costs there must be cause for great 


concern. 


ICIS RECORDED FARMS REPORT, which 
covers the 1978 crop year,* is based 
on data collected from 195 farms 
covering 55,055 hectares (136,000 
acres) in England and Wales. AI- 
though not intended as a representa- 
tive sample, the results in the report 
do indicate current trends on a group 
of intensively managed farms. Their 
main purpose is to provide guidelines 
for farmers seeking to increase pro- 
duction economically and thereby 
increase management and investment 
incomes. 

Indications are that British farm- 
ing is in for a hard time in the next 
few years. 

A new section in this annual series 
of reports, entitled ‘Prospects for the 
Future’, illustrates graphically on 
arable dairy farms the trends in fixed 
costs and in management and _ in- 
vestment income?y since 1971. 


Steep rise in fixed costs 


Giving as an example the level of 


fixed costs on arable dairy farms, the 
graph shows them to have risen by 
nearly 25°, in real terms between 
1971 and 1978. 

Management and investment in- 
comes on the other hand have shown 
a distinct downward trend. So much 
so, Says the report, that in real terms 
incomes were lower in 1978 than at 
any time during the 1970s. 

During the 1978 crop year, fixed 
costs increased over all farm types by 
an average of 16°, (from £237 to £275 
per hectare or £96 to £111 per acre). 
The inflation rate for the same period 
averaged 9-1°%. 

The year 1978 did show, however, 
an improvement in management and 
investment incomes. Overall they in- 
creased by an average of 21°, (£121 
to £146 per hectare, £49 to £59 per 
acre), or 11°, in real terms. 


Lessons for farmers 
The report lists a number of lessons 

for farmers derived from the results. 

In the case of arable farming, this 

means achieving: 

i Higher yields at economic input 
costs. 

‘The right enterprise risk to make 
the best use of land, labour and 
machinery resources. 

And for dairying: 
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i Greater reliance on home produced 
forage. 

ii More milk per hectare but at a 
lower production cost per litre. 
Much of the report contains data 

about gross margins,{ which provides 

farmers with a guide to their own 
agronomic efficiency. 

Overall, gross margins increased by 
17° on the 1977 figure (up from £359 
to £421 per hectare or from £145 to 
£170 per acre). 

There were, however, considerable 
differences between the eight farm 
types into which the farms are 
divided. For example, arable meat 
farms’ gross margins went up to 29°, 
dairy farms by 20°, and arable com- 
bine cropping by 8%. 

Copies of the report may be 
obtained from ICI Farm Advisory 
Service, Agricultural Division, Bil- 
lingham, Cleveland, UK, referring to 
this article. 


Above national average 


The National Farmers’ Union of 


England & Wales comment that the 
survey covers eight farm types within 
which intensive livestock and _ horti- 
cultural enterprises are of only minor 
importance. The farms, which were 
selected by ICI, have a mean area 
(280ha) that is well above the national 
average. The results are not, there- 
fore, fully representative of British 
farming as a whole but do provide 
some indication of the 
profitability in the arable and grazing 
livestock sectors of agriculture. 

The income on these recorded farms 
rose on average by 21% (11% in real 
terms), but it should be noted this 
improvement foliows a very sub- 
stantial fall (30°, in real terms) in the 
profitability recorded by this sample 
of farms in 1977 and the results re- 
main below, and in most instances 
well below, the levels of other recent 
years. 


*The recorded farms have different year ends to 
suit their various systems. The 1978 crop year 
covered by this report extends from October 
1977 to June 1979. 

‘Management and investment income is a 
measure of the efficiency of the business and is 
arrived at by deducting fixed costs, such as 
labour, rent and machinery, from the farm 
yeross margin. 
tGross margins are arrived at by deducting 
costs, such as fertilizer, feed, seed, ete., from 
farm output. 
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